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Division of WIA Aduli-Services and Workforce Systems
Employment and Training Administration

U.S. Department of Labor

Frances Perkins Federal Building

Room S$-4201

Washington, DC 20210

Attn: Ms. Heather Fleck

Re: Puerlo Rico's 5-Year State Integrated Workforce Plan
for the Warkforce Investment Act, Wagner-Peyser Act, and the
Senior Community Service Employment Program for the years 2012 - 2016

Dear Ms. Fleck:

Enclosed are the above referenced document, as per the requiremenis
established by the U.S. Depariment of Labor in the Training and Employment
Guidance Lefter (TEGL) No. 21-11 daled March 27, 2012,

The Workforce Investment Act of 1998, requires the Governor of each State to
submit a Stale Plan to the USDOL, ouliining a five-year strategy for its workforce
investmenl system in order to receive formula grant allotments.

In addition to the Waorkforce Investment Act's and Wagner Peyser Act's plans,
the enclosed document also includes the Agricultural Oulreach Plan and the
plan for the Senior Community Service Employment Program (SCSEP), as also
required in TEGL No. 21-11.

Puerto Rico looks forward to continue working with the US Deparlment of Labor
in all initiatives that may help improve our economy, provide greater learnhing
opporiunifies to our citizens, and to promote and creale jobs for our senior,

LA ForTMEZA, Sav Jusy, PR 00801 * PO Box 9020082, Saw Juay, PR 009020002
Te(787) 721-7000 * Fax: (787) 722-4300
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adult, youth and special populations, which will enable these valuable members
of society the opporlunily 1o contribule and further develop our local warkforce.

If there are any gquesfions, or if any further information i necessary, please
confact Elvira il Cancio, Acting Secretary of Labor  at
gmcancio@irabajo.pr.oaoy or al (787) 754-2111.

We look forward to more promising resulls in the local labor market from the
workers', as well as from the emplovers” point of view. Puerto Rico continues fo
join USDOWL's efforts in bringing an end to the actual recession and improve our
economy and Puerto Rico a better place fo live and raise a family.

Cordially,

-

! ForfuRo

Enclosure

= Ms. Hally O'Brien, RO Adminisiralor
Mr, Timothy J. Theberge, FFO
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SECTION STATEWORKFORCETRATEGIC PLAN

T OAOT 1 080 6EOEINI

Governor Liis G.& | O O QvidibnooDa prosperousworkforce development system is based on
0 OAOOT pmdudivedclpacity, education workforce preparation and training, as key

elements that lead toward economic recovery As such, significant investmentsn various areas
that have directimpact on our economyare currently in place and will continue to be a priority
for the next five years and beyond. Keeping that in mind, it is important to describéhe

educationd and economic devebpment strategies that have become the integrgbarts of our

workforce developmentplan.

4EA 1 O&rétbglendg® programs and servicesrom diverse governmental and private
areasto promote economic developmentas a long termsustainable goal. Some of the specific

initiatives are:

1 To develop and tale advantage ofour human capital through an education for the 21st
century geared towards the proposed goals of economic and social development for the
Island, fully bilingual and accessible to all.

1 To procure that the labor marketcontinues to beattractive for workers, as well as for
existing and potential new employers. Revise labor lawsin view of the historical
development of local labor legislation, the protections these laws provide and their
pertinence in the 21st century. The focus is to povide oeverall well-being to our citizens,
stability, professional development, competitiveness to human capital antb increase
productivity.

1 To stimulate diversified tourist-oriented developments with attractive offers in
specialized areas and nichesacluding sport tourism, nautical tourism, medical tourism,
ecological tourism, agricultural tourism, shopping tourism, wedding tourism, convention
tourism, and social and artistic events tourism, among others. Diversify tourism, where
hotels and boutiquesmay offer accessible products for all budgets.

1 To invest in the infrastructure of the tourist sector, with current projects presently under

construction all over the Island including the Ritz Carlton Reserve in Dorado, the Hyatt
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Place Bayamon, the HyatPlace Manati and Casona Bella Vista in Ciales, among many
others.

47 £ AOO 00AO0OT 2EAIT GO0 1T TAAI 1T&£ AATTTI1EA
knowledge, innovation and entrepreneurship.

To facilitate the productive exchange of ideas and capital, insid@uerto Rico and around
the world.

To createand promote through tax incentives,training, scholarships, salary subsidies and
social assistanceprogram modifications, employment for disadvantaged persons in the
labor market, as well as for disabled personsyeterans, school dropouts and youth
without work experience and exoffenders.

To promote the transition of persons that receive government aid towarsl more
productive sectors, strengthening work ethics. Among other thingsllowing them during
their transition into the labor market to continue to receive payment for thar work,
without losing certain government aid.

To transform Puerto Rico irto the prevalent economic center of the Caribbean and the
region, through the exportation of services and the actie participation in US and
international commerce.

To position Puerto Rico as a principal destination in the Caribbean and the point of
connection to Latin America. Develop a world class and varied tourism offer, with more
and better aerial and seaside poits of access.

To oontinue to modernize the physical infrastructure to allow full development of local
industries.

To develop a MicreBusiness Center- Puerto Rico is working on innovative and new
strategiesin order to improve the economy. One of these strategiesis the creation of an
entrepreneurial, job skill, pilot program, to develop self-employment or micro-businesses
with the CT OA OT | Aisldedt€dl employees and workforce-investment-

system participants that currently receave services at the One-Sop Labor Centers. Smal
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and medium-sized corporations carry out a large portion of the economic and

employment adivitiesin industrialized countries.

Micro-businesses are a very important sector in Puerto Ricl 6e€nomic profile. There
are 62,500 micro-businesses in Puerto Rico, representing 25.5% of the 250,000
PYMES. These micro-businesses generate around 250,000 jobs, and contribute around
15% to Puerto Rici $Goss Rroduct. Smdl businesses have the potential to add more
jobs than those created by multinational industries, while at the same time creatingthe
necessary conditions for a sustainable maket growth, by working inter-enterprise
chains. New micro-businesses create a continuous demand for goods and services
stimulating new production. It is necessary to identify and train those with
entrepreneurial dreams. They must be guided toward the establishment of their own
micro-businesses

The abovecan be achieved by developing a Micro-Business Center (known as CEMIC by
its Spanish acronym) under the Sate WIA Board (SWIB) structure. The SWIB will have
the responsibility to develop a Pilot Training Pogram that will offer potential
entrepreneurs, the appropriate tools to develop their own skills. The CEMIC will be
responsible for developing participant tools and skill selections guidelinesfor curriculum

s x oA s o~ s s A

development and selecting an occupation or establishOE A D A O @&EnfbEsds

O
Qu
@)

CEMIC will also be responsible for thenstruments that will be used o evaluate the
effediveness of the entireinitiative.

To continue providing support services to small and medium businesses (PYMES) that

may be a real option in an effort to create and maintain jobs, by helping to finance

pi OAT OEAT AEAO AT A 11T1TEOI O OEAEmA@Ednd 006
success.

47 ET AOAAOA OEA NOAT OEOU 1T &£ 1TAx AT OOADOAT A
extending the same to new participants that may be people with disabilities and veterans.

To strengthen the participation of small and medium busineses (PYMES) as principal

employment sources.
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1 To encourage the creation of 500 new micrdusinesses able to hire at least five persons
with salary incentives for those who hire persons receiving unemployment benefits.

1 To offer greater tools and better techical preparation that foster new entrepreneurial
businesses.
To gant incentives in the investment and the establishment of local businesses.
To establish anindividual Plan of Employablity (PIE) for persons outside the labor
market. Through this mechanisminterested candidates will be evaluated defining their
strengths and areas for improvement so that they may widen their potential, obtain a job

or at least have muclbetter job opportunities with their newly acquired job skills.

micro-businessesare:

T Up to $25,000 from the PYMES Guarantees Program created by the
PuertoRicoEconomic Development Bank, to help small and medium businesses
Upto $5,000 for dislocated public service employees (LESEF by its $anish acronym);

f Up to $10,000 for youth entrepreneurs, available at the Governl © Bouth Affairs Office
through the Youth Entrepreneur Loan Program. Byimplementing this self- employment
initiative, Puerto Rco may expect the creation of 3,000 new micro-businesses, with an
impact of around 9,000 new jobs, considering that each startup business creates an
average ofthreejobs each.
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Economic Strategies
A ToreduceOEA CT OAOT T AT 080 T PAOAOGETT Al AAEEAEOh |
Luis G. Fortuiio took office, Puerto Rico waghe U.S jurisdiction with the highest fiscal
deficit. Today, theWall Street Journal, as well as oher business publications, are writing
articles of praise and congratulations that pointT OO 00OAOQOI 2iBAT 6 O

achievements in managing itstructural deficit and economic recovery.

A Thed OAT T I AT O AT A EIi bl Al AT OACETT 1T &£ OEA 0300
2EAT 01 AT jO0)$%w3oh A O EOO 3PATEOE AAOIT UI

sustainability. This will foster economic growth in a short, medium and large range.

A To reduce dependency on the use of petroleufioreign oil) and its derivatives as themain
or only source of energy, bydeveloping new renewable energy projects. This initiative
includes: the use of natural ga, wind, hydroelectric, biomass and recovery of solid waste,
among others. The project started with the design and development of 12 large renewable
energy facilities, already under construction, with an investment of more than $2 billion,
for the production of more than 440 megawatts of renewable energy. By 2012 this project
xEll EAI D OO AAEEAOAh OEAO pgbkb 1T &£ OEA )OI
renewable sources.

A To AAEI EOAOA AEOQOEUAT 06 AAAAOGO itsOdlectrgpic pdaal I AT (
www. pr.gov. Through this system citizens have access to more than 120 state

government services directly from their computer.

A The development of a world class infrastructure in order to continue the improvemenbf
our economy and increase jolereation. Develop key infrastructure projects, such as roads
and highway improvements and expansions, new hotel projects, production of mewable

energy, expansion oftrans- shipment ports for cargo and cruise ships

10
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A To aeate a lowinterest loan program financed by the Puerto Rico Economic Dewgiment
Bank, to foster smallmedium, and micro-businesses to acceleratgob creation. Currently,
2,161 small and medim businesses have received ove$518 million in loans, and another
$6 millions in micro-loans to create 341 micrebussines®s that retain and create 3,300
jobs. This is happeningd E O1 O Chesafdiicfpar®el Puebd 0 O1. COA|

Education : ASystematic Vision

Education is an essential component of the economic development of any country. As such, the
Governor of Puerto Rico has developed specific strategies that wiésult in a much better
education, resulting in a bettedaborforce with more tools for candidates seeking employment, in
order to prepare them for the expectations of the current labor market, creating jobs and a

strenthened economic development for future generations.

A Transform the educational system to encourage academic achievement; integrateheols
into the community, and prepare children with competitive education skills complying

with 21st century requirements.

A To offer our children broad opportunities for the development of their future; that they
will be able to dominate not only basic sils in mathematics and science, but also, Spanish

and English, since PR is an integral part of the United States.

A Prevent and reducethe amount ofschool dropouts through the developmenbf innovative

initiatives that will keep more students in the classroom until graduation

A Offer all local children and young adultsthe opportunity to achieve their dreams and

become responsiblecommitted citizens.

A Transform the local public education ystem,to provide students with the necessary tools

and support services, so that they wilachieve their proposeddreams andgoals.

11
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A Twenty-first century schools seek tomake sure that all students have the best facilities
and an opportunity to study and be prepared for the current as well asfuture labor
markets. This vision offers resources that will optimizelearning, support services and

make sure that each participanteaches his orher potential.

A Particular attention will be given to individualized programs, with more educational

alternatives for gifted students by implementing a individually specialized curriculum.
A Particular attention will also be given toSpecial Education students.

A Individualized programs with more alternativesin order to offer services thatmeet the
needs offamilies with autistic children. This population reaches around 29,000 persons
with special needs.

The' T OAOT T B dodhakEdurathat our youth hasplenty of opportunities, so that they may
achieve their goalsto the highest potential, through education and workforce trainingin new,
reality -focused,improved schools.In order to improve the public education systemalong with
additional postsecondary opportunities a varied array of initiatives have been proposed so as to
create a more attractive educational experience for our students, and provide all of the necessary
support and tools to teachers.

Some of the initiatives are;

Vv Prepare students to face the challenges of a modern economy z Curriculum, at
all school levels, preparing students for the challenges of a more competitive and
global economy. Transform school curriculums at all levels, helping students acquire
the necessary skills sets that will be needed to compete in the fututabor market.
These include: the ability to solve problems in a creative way, to study by themselves,
to develop teamwork skills, to solve conflicts, to use computer science technology, to
use mathematics and sciences to solve problems, and to explain quex ideas, and to
strengthen the education of sciences at all school levels.

\% Create an attractive educational experience - Student experience must be
transformed from inside the classroom, wih innovative approaches, an attractive
curricular materials, and computer science technology; to create a more stimulating
and educational experience.

Vv Improve teacher support - assure that teachers receive the tools and necessary
support to perform their job at the highest level.

12
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Promote school autonomy - Provide schools with the required resources so that
they may achieve success and comply with expectations.

Emphasis in learning English as a tool for the future - improve the teaching of
English with the use of technology by connecting to electroniools.

Stimulating an attractive educational experience for students - Implement an
educational process based on practical projects linked to student interests. These
projects will teach different skills in an integrated way, revealing the links that exist
between the learning process and real life. Help teachers create a more stimulating
educational experience, to retain the student interest and eliminate school dreput
problems.

Secondary schools of the future - Transform secondary schools into speciaed
schools where students may choose and focus on their interests, like: computers, fine
arts, communications, biotechnology, entrepreneurship, natural sciences, social
sciences, vocational and technical courses, among others.

Student motivation - Use different programs to develop student selésteem,
emphasizing values, by using innovative strategies like social media as a method of
communication.

The computer as an educational tool - Introduce students to the use of
technology as an educationatool for the development in such skills as in reading and
mathematics in an individualized and attractive approach, to learn English with a
program of total immersion, to learn to research by using the Internet, and then
display the project results.

Identification and individual assistance to students with at risk students -
Identify, early in the academic year, students at risk or school dropouts, and provide
them with tutorial services and individualized studies in such areas as: Science,
Mathematics, English and Spanish to implement different alternatives of teaching
intervention for the student, based on their particular needs.

Measurement of academic advantage of our students - Standardized tests

should be aligned against the learning staAAOAO AT A OEA OOOAA

experience.

13
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Economic and Workforce Information Analysis

Overview of the Economy

Results of FY2011 and Economic Forecast for FY2012 and FY2013

In the FY2011, the economy of Puerto Rico decreased in real terms,1b§% after a fall of 3.4% in
FY 2010. This slight improvement in FY 2011 is a result of the growth showedail components

of the Gross National Product (GNP) in real terms, except the government consumption
expenditures which presented a decline of 4.7%fter a reduction of 3.4% in FY 2010. The real
personal consumption expenditure, principal component of the gross national product registered
an increase of 1.5% in FY 2011 and 1.2% in FY 2010.

In current prices, the personal income and the personal incoenper capita increased by 0.8% and
1.3%, respectively in FY 2011. Personal income includes transfer payments to individuals in
Puerto Rico under varioussocial programs. Total U.S. federal transfer payments todividuals
amounted to $15,580million in FY 2011. Some transfers arise from entitlements for previously
performed services or resulting from contributions to programs. Receipts from Social Security,
Nutritional Assistance and Medicare were $11,451.7 million, or 73.5% of the transf@grayments
to individuals in FY 2011. The remainder of the federal transfers to individuals is represented by
COAT OOh 1106061 U AT1T AAT OOAOAA ET 6AOAOAT 06 " Al AE
U.S. Civil Service retirement pensions.

Table 1

Gross National Product -current prices / (million dollars - fiscal year)

Change

Indicator 2000r | 2010r | 2011p | 2012+ Absolute Percentage
2010-20092011- 201@012- 2012010-20082011- 201@012- 20

Gross Domestic Product |$95,369.4 $97,147.3$98,757.0$101,701/0$1,777.5 $1,609.7| $2,944.0( 1.9% 1.7% 3.0%
Gross National Product $62,598.1 $63,058.i $64,106.2$66,415.0 $460.1 | $1,048.0| $2,308.8| 0.7% 1.7% 3.6%

Personal Income $58,011.4$58,914.9$50,410.8$59,786.0 $903.6 | $495.8 | $375.2| 1.6% | 0.8% | 0.6%
Ei;":ﬁig”summm $55,533.1 $57,170.1$58,880.6 $61,043.0 $1,637.1 $1,719.4 $2,153.4 2.9% | 3.0% | 3.7%

r - revised figures

p - preliminary figures

* - projected figures

Source: Puerto Rico Planning Board.

14
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Table 2

Gross National Product -constant prices / (million dollars - fiscal years)

Change
Indicator 2000r | 2010r | 2011p | 2012* Absolute Percentage
2010-20092011- 201@012- 2012010-20092011- 201@012- 20

Gross Domestic Product | $10,404.3 $10,314.2$10,304.5$10,506.0 -$90.1 -$9.6 $201.5 -0.9% -0.1% 2.0%
Gross National Product $6,514.6| $6,293.9| $6,201.5 $6,256.0| -$220.7| -$92.3 | $54.5 -3.4% -1.5% 0.9%

Personal Income $9,697.9| $9,679.7| $9,618.4| $9,502.0| -$18.2 | -$61.4 | -$116.4| -0.2% -0.6% -1.2%
Personal Consumption
Expenditure

r - revised figures

p - preliminary figures

* - projected figures
Source: Puerto Rico Planning Board.

$9,283.6| $9,393.1] $9,534.0| $9,701.0 $109.4 | $140.9 | $167.0 1.2% 1.5% 1.8%

The dominant sectors of the Puerto Rico economy in terms of production and income are
manufacturing and services. The manufacturing sector has undergone fundamental changes over
the years as a result of increased emphasis on highesage, hightechnology industries, such as
pharmaceuticals, biotechnology, computers, microprocessors, professional and scientific
instruments, and certain high technology machinery and equipment. The service sector plays a
major role in the economy. It ranks second to manufacturing in its contsution to gross domestic
product and leads all sectors improviding employment. The third one isthe government sector,

followed by construction and mining, and agriculture.

Manufacturing is the major contributor to the gross domestic product. In FY 2Q this sector
generated $47,987million or 48.6% of gross domestic product. The manufacturing in Puerto
Rico basically concentrate in two major industries, pharmaceuticals and other chemical products,
and machinery and metal products. There are sever® AAOTI 1 O OEAO A@bl AEI
reduction: the net loss of patents on certain pharmaceutical products, the escalation of
manufacturing production costs (particularly labor and electricity), the increased use of job

outsourcing, and, currently, the #ects of the global economic decline.

15
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Figure 1
Composition of the Gross Domestic Product by Major Industrial Sector
Fiscal Year 2011

Agriculture  Construction & Manufacturing Services Government
Minin
\ g J

Source: Puerto Rico Planning Board. p-

The service sector, which includes finance and insurance; real estate; wholesale and retail trade;
transportation; communications; public utilities; and other services, has played a major role in
the economy. It ranks second to manufacturing in contributio to gross domestic product and
leads all sectors in providing employment.In FY 2011, the service sector contributed $40,619.4
million to the gross domestic product, or 41.1% of the total. Of all the sectors, finance and
insurance; retail trade; health care and social services; and utilities experienced the most notable

growth in FY 2011, as measured by gross domestic product at current prices.

16
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Table 3

Gross Domestic Product by Major Industrial Sector / (million dollars - fiscal years)

2009r 2010r 2011p

Gross Domestic Product (GDP) 95,369.8 97,147.3 98,757.0
Agriculture 567.1 707.2 670.2
Mining 46.1 40.9 39.4
Utilities 1,966.9 1,989.2 2,000.8
Construction 1,730.6 1,435.7 1,348.8
Manufacturing 43,872.2 46,553.7 47,987.9
Wholesalers 2,845.7 2,856.0 2,847.4
Retail Trade 4,467.1 4,577.2 4,700.4
Transportation and Warehousing 894.9 910.1 907.2
Information 2,425.9 2,600.8 2,584.6
Finance and Insurance 5,104.8 5,402.9 5,496.5
Real Estate and Rental 12,644.1 12,308.0 12,081.4
Professional, Scientific, and Technical Services 1,543.6 1,531.6 1,567.2
Management of Companies and Enterprises 126.4 139.5 155.3
Administrative Services and Support 1,338.8 1,495.4 1,659.7
Educational Services 773.1 826.5 826.2
Health Care and Social Services 3,332.7 3,436.8 3,539.4
Art, Entertainment and Recreation 101.5 107.2 101.5
Accommodation and Food Services 1,671.3 1,713.5 1,763.7
Other Services 389.6 391.0 387.9
Government (1) 9,047.4 8,349.9 8,228.9

Figures are not gonna add the total due to statistical discrepancy.
r- Revised figures.

p- Preliminary figures.

() Negative figures.

(1) Includes Central and Municipios.

Source: Puerto Rico Planning Board.
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I AAT OAET ¢ O1 OEA 0OAOOT 2EAT 01 ATTETC "1 AOAGO
Al O &9 ¢mpg EO &£ OAAAOOAA OI OEOA AU m8wb AT A
forecast for FY 2012 incorporates the projected growth of thetourism activity, personal
consumption expenditures, and the publieprivate partnership, among others. Also includes the
revised forecast also considered the effect on the Puerto Rican economy of general and global
economic conditions, the U.S. economyhe volatility of oil prices, interest rates and the behavior

of local exports, including expenditures by visitors.

Figure 2
Real Gross National Product z percent change

Fiscal Years 2008-2013

15- i . o R Y

_1.0 | I T T :E: FUE T TR T - T :::E: FUE T TR T :::E: I :éoi H :::E: FIUE T TR T T :::E: FIE T T T

2008r 2009r 2010r 2011p 2012~ 2013~

Sow@: PuertdRico Planning Board. r—revised ppreliminary *projected y
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Economic Activity Index

The Economic Activity Index (EAI) prepared by the Government Development Bank for Puerto

Rico is a coincident indicator of ongoing economic activity. This index is composed of several
variables (total payroll employment based on the Nonfarm Payroll Employment Survey, total
electric power consumption, cement sales and consumption of gasoline) that highly correlate to
00AOOI 2EAT 30 OAAI CcOlI 66 TAOETTAI bDPOI ADAGS 4
0.3%, after a reduction of 2.8% and 5.5%, in FY 2011 and FY 2010, respectively. In the first
semester of 2012 (January 2012 through June 2012), the EAI increased an average rate of 0.3%
compared to the same period of prior fiscal year-2.1%). Forthis period, this represents the first

increase since FY 2005.

Figure 3
Economic Activity Index and Percent Change

Fiscal Year 2010, 2011 and 2012

" 1330 1.

132.0
131.0
130.0 -
129.0 -
128.0 -

127.0 -

126.0 -

2010 2011 2012

Source: Government Developmetnk for Puerto Rico B Index
\ =O==Percent change/
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Figure 4
Economic Activity Index and Percent Change

(Period: January z June 2010, 2011, 2012)
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Economic Development Program

The Department of Economic Development and Commerce, in coordination with other
government agencies, has been implementing tH&trategic Model for a New Economywhich is a
comprehensive longOA O AATTT 1T EA AAOGAI T PI AT O b1 AT AEI AA
competitiveness and business environment and increasing privateector participation in the

Puerto Rican economy.

As part of this plan, the administréion enacted Act No. 161 of December 1, 2009, which
overhauled the permitting and licensing process in Puerto Rico in order to provide for a leaner
and more efficient process to foster economic development. The administration also enacted
Acts No. 82 andB3 of July 19, 2010, which provide for a new energy policy that seeks to lower

~

energy costs and reduce energp OEAA O 1 AOET EOU AU OAAQOAET ¢ 00A
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and promotes diverse, renewableenergy technologies. Moreover, the administratin adopted a

AT i POAEAT OEOA OA@ OA&EI Ofi OEAO OAEAO ET O AAA
situation. In addition, to further stimulate economic development and cope with the fiscal crisis,

on June 8, 2009, the Legislative Assembly approved Act.\N&9 establishing a clear public policy

and legal framework for the establishment of publieprivate partnerships to finance and develop

infrastructure projects, and to operate and manage certain public assets.

The present government administration is emphasizing the following initiatives to enhance
00AOOI 2EAT 830 Ai i PAOEOEOA b1 OEOEIT T ¢
A Permits Process.4 EA OAAT CET AAOET ¢ T &£ 00A0OOT 2EAT 80
overhauls the existing permits and licensing pcess in Puerto Rico in order to promote a

more efficient process to foster economic development.

A Energy Policy. At present, fluctuations in oil prices have a significant effect on Puerto
2EAT 60 1 OAOAI I AATTTIT EA DAOA Oirdyl pol&yg the " U
administration will seek to lower energy costs, reduce energyrice volatility, and
establish environmentally sustainable energy production through a reduction in
ecologically harmful emissions. The administration is facilitating the devepment of
several initiatives, including the wheeling of energy, conservation efforts, and the

installation of new renewable generation capacity, among others.

A Tax Reform.The administration is also focused on restructung OEA #1T 1 i 11 xAAl O
collection system in order to improve its competiveness by simplifying the tax code and

optimizing the use of industrial incentives.

A Public-Private Partnerships. The PublicPrivate Partnerships (PPPs) represents an

important tool for economic development, partA O1 AOT U ET OEI A0 1 £ [EE(
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are alliances between government and nogovernmental entities? such as private
sector, nonprofit organizations, credit unions, and township corporations to develop
infrastructure projects, manage government assts or provide services. The non
governmental partner takes on certain responsibilities and risks related to the

development of the project in exchange for receiving the benefits of operating it.

Figure 5

Economic Development Program

2AAT CET AAOET ¢ 1T £ 00AOO
licensing process

Energy Policy
Tax Reform

Strategic/Regional Projects

Sector Initiatives

Labor Law Reform

A Sector Initiatives. To complement the previously mentioned initiatives there will be
specific strategic initiatives targeted to jobs creation and increasing economic activity
across various sectors of the Puerto Rico economy. The Commonwealth
has a natual or structural competitive advantage in several areas, such as pharmaceutical

and biotechnology manufacturing. These advantages provide opportunities for the
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development of regional clusters in hightech manufacturing, research and development,

tourism, renewable energy, international trade and professional services.

A Strategic/Regional Projects. The administration has also targeted strategic/regional
projects that will generate investments in all the regions of the Island in order to foster

balanced eonomic development.

A Labor Law Reform. The administration seeks to encourage greater labeforce
participation by providing the private sector with more flexibility in establishing feasible
labor provisions. One goal of the labemarket reform will be the modernization of Puerto
2EAT 80 OACOI AOT OU A&AOAI Ax1 OES

Overview of the Labor Market

Labor Force

The Household Survey is designed so that each person age 16 and pwdro is neither in an
institution (for example, correctional facilities, residential nursing or mental health care facilities)
nor on active duty in the Armed Forces is included and classified in one group. The sum of the
employed and the unemployed persons constitutes the civilian labor force. Persons not in the
labor force combined with those in the civilian labor force constitute the civilian norinstitutional
population 16 years and over. In Puerto Rico, the nemmstitutional population has increased
consistently through the decades. In FY 2012, it was estimated in 3,18Q0 persons,
representing an increase of 65,000 persons or 2.1%. In FY 2012, the group not in the labor force
represented 59.9% of the norinstitutional population; this is a larger proportion than the labor

force which represented 40.1%.
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Table 4
Employment Status of the Civilian Non -Institutional Population
Seasonally Adjusted z Average Fiscal Years 2010 to 2012

(thousands of person 16 years of age and over)

Employment Status 2012 2011 2010 NI
2012-20112011-201
Civilian non-institutional population * 3,182 3,117 3,093 65 24
Participation rate® 40.1% | 41.1% | 425% | -1.0% | -1.4%
Labor Force 1,278 1,281 1,313 -3 -32
Employment 1,086 1,077 1,103 9 -26
Unemployment 192 205 210 -13 -5
Unemployment rate? 15.0% | 16.0% | 16.0% -1.0% 0.0%

* - not available seasonally adjusted.
1/ Percentage of the civilian population 16 years old and over in the labor force

2/ Percentage of unemployed persons in the labor force.
Source: PR Department of Labor and Human Resources. Labor Force Survey.

The fall in the labor force caused a decrease in the participation rate; this can been as an
indicator of the persons to participate in the labor market. The FY 2012 registered the lowest
point, 40.1% in the historical data and declined 1.0 percentage points when comparing with FY
2011 (41.1%). There is a relationship between the partipation rate and the economic activity.
Due to various factors, among them, the flow for decades of federal incentives to the population
through different programs has affected the participation rate in the labor force and the informal
sector of the ecommy. There are some differences between the participation rate in the labor
force among men and women. In FY 2012 the rate for women decreased by 0.9% and for men,
1.2%. The male participation rate showed sharp consecutive drops, from 59.1% in FY 20@6 t
48.8% in FY 2012, the lowest male participation rate recorded. The female rate also declined in

the past years, from 38.5% in 2006 to 33.0% in FY 2012. Some factors that can influence the
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behavior of the participation rate of women are the changes in #ir civil status and their level of
education.

)T OEA 00OAOOT 2 EAdjerdpbymend depresents Appréxinérély 1894 bf Aotal
employment according to the Household Survey. Most of the s@fployment is concentrated in

the service and trade setors. In FY 2012, selemployment totalized 168,000 showing an increase
of 5,000 persons when compared to FY 2011 (163,000).

Employment

In the Household Survey, people are considered employed if they did any work at all for pay or
profit during the surveyed week. This includes all partime and temporary work, as well as
regular full-time, yearround employment. In FY 2012, the seasonally adjusted number of
employed persons (hich includes selfemployed individuals and agriculture employment)
reached a totd of 1,086,00Q This represents an increase of 9,000 employees in the local economy
when compared to FY 2011 (1,077,000). Additionally, it means the second yeara row, with a rise

in the number of workers since the beginning of the recessionary period in 2006 Analyzing the
differences between the employment of men and women in FY 2012, the employment not
seasonally adjusted among men increased by 15,000 and for woméngecreased by 6,000. This

represents an increase of 2.6% and a decline of 1.2%, respectively.

Unemployment

According to the Household Survey, persons are classified as unemployed if they do not have a
job, have actively looked for work in the prior 4 weeks, and are currently available for work. In FY
2012, seasonally adjustedunemployment registered 192,000 or 13,000 jobseekers less than in
2011. The unemployment rate seasonally adjusted for FY 2012 was 15.0%, 1.0 percentage
points lower than FY 2011 (16.0%). In FY 2012 the unemployment rate not seasonally adjusted
for men was 17.0% and 12.5% for women. Thirepresents respective decreases of 1.7% and
0.1%, when compared to FY 2011.

Figure 6
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Unemployment Rate z Fiscal Year 2012
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Employment by Industry

The data for employment by sector or industries is based on the Payroll Survey, which is
designed to measure number of payrolls records by sector. Historically, Government; Trade,
Transportation and Utilities; Professional and Business Services; and Edtioamal and Health

Services, have been the sectors of the economy providing the most employment in Puerto Rico.

Table 5

Total Non Farm Employment in Puerto Rico
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Seasonally Adjusted z Average Fiscal Years 2010 to 2012

(Thousands of persons)

Industrial Group 2012p | 2011 | 2010r NEHE TR
2012-2011 2011-201

Total Non Farm 923.1 923.8 941.6 -0.7 -17.8
Mining, Logging and Construction 33.6 31.8 35.9 1.8 -4.1
Manufacturing 82.5 85.6 88.3 -3.1 -2.7
Trade, Transportation and Utilities 165.0 174.3 173.3 -9.3 1.0
Information 18.5 18.8 18.8 -0.3 0.0
Financial Industries 43.9 43.8 45.8 0.1 -2.0
Professional and Bussiness Services 104.1 105.6 102.4 -15 3.2
Educational and Health Services 116.7 114.1 111.4 2.6 2.7
Leisure and Hospitality 72.5 71.2 70.8 1.3 0.4
Government 267.7 260.7 276.1 7.0 -15.4

p= preliminar r= revised
Figures may not always add to the totals due to round off or industrial groups not included.
Source: PR Department of Labor and Human Resources. Current Employment Survey (CES).

In FY 2012, according to the revised data of the Establishment Survey, the total employment
seasonally adjusted was 923,100, reflecting a drop of 0.1%, an over the year comparison (FY
2011-923,800) and a reduction of 700 employees. That decreasing figumepresents an
improvement of the labor market when compared with previous year. In FY 2012, the following
industries reflected growth in employment: Government (7,000); Educational and Health Services
(2,600); Construction (1,800); Leisure and Hospitality (1,300); and Financial Industries (100).
The increase in the government sector is due to the recruitment in the educational and security

sectors, specially teachers and policemen.

4EAOA EAOGA AAAT AEAT CAO ET OEA OAAOI 060 Al I DI
percentage representation of the government sector in total employment which increase from
28.1% (FY 2000) to 29.0% (FY 2012). The Government sector is the major emy#o in Puerto

Rico. In FY 2012, this sector, seasonally adjusted, employed 267,700 workers. In average,
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between FY 2011 and FY 2012 this sector rises by 7,000 employeéhe Trade, Transportation
and Utilities sector is the second mst important in employment terms. In FY 2012, seasonally
adjusted, it amounted to 165,000 representing a decline of 9,300 employees compared to FY
2011. The proportion of the Trade, Transportation and Utilities sectorin total employment
declined from 28.1% (FY 2000) to 17.9%(FY 2012). The Educational and Health sector,
seasonally adjusted, showed an increase of 2,600 between FY 2011(114,100) and FY 2012
(116,700). This sector represented a rise in the representation of the total employment of 7.9%
(FY 2000) to 12.6% (FY 2012

The representation of Mining, Logging and Construction sector, seasonally adjusted, in total
employment declined from 7.2% in FY 2002 to 3.6% in FY 2012. The payroll employment in the
construction sector, seasonally adjusted, during FY 2012 was 33,608n increase of 1,800 from
FY 2011 (31,800). The employment payroll in the manufacturing sector during FY 2012 was
82,500, a decline of 3,100 compared with FY 2011 (85,600). The share of the manufacturing
sector in the total employment fell from 14.0% n FY 2000 to 8.9% in FY 2012, maintaining its

decreasing tendency.

Wages

According to the 2011 Occupational Employment Survey, the estimated employment was
930,940. The hourly mean wage was $13.07 and the hourly median wage was $9.54. In terms of
employment and wages by major occupational group available, the Sales and Related Occupations
had the highest employment coverage with 106,920. The hourly mean and median wage for this
group was $10.89 and $8.85, respectively. Other occupational groups thatraiaout in terms of
employment was, Education, Training and Library Occupations, 93,360 workers; Production
Occupations, 67,090 workers; Food Preparation and Serving Related Occupations, 66,530

workers; and Protective Services Occupations, 62,790 workers.
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Table 6

Employment and Wages by Major Occupational Group, 2011

: Employmeml Hourly Wage
Occupational Group :
Total Mean Median
Ocupaciones, total 930,940 $13.07 $9.54
Management Occupations 34,160 $33.55 $27.65
Business and Financial Operations Occupations 40,410 $18.14 $15.37
Computer and Mathematical Occupations 9,240 $20.19 $17.77
Architecture and Engineering Occupations 12,740 $23.70 $21.08
Life, Physical, and Social Science Occupations 6,430 $20.56 $17.61
Community and social Services Occupations 18,330 $13.24 $12.78
Legal Occupations 4,710 $28.92 $25.58
Education, Training, and Library Occupations n/a $15.13 $14.81
Arts, Design, Entertainment, Sports, and Media Occupations 6,210 $14.35 $12.20
Healthcare Practitioners and Technical Occupations 45,220 $17.03 $13.42
Healthcare Support Occupations 12,020 $9.72 $8.80
Protective Services Occupations 62,790 $11.18 $9.83
Food Preparation and Serving Related Occupations 66,530 $8.90 $8.61
Building and Grounds Cleaning and Maintenance Occupations 42,010 $8.91 $8.56
Personal Care and Service Occupation 13,820 $9.34 $8.63
Sales and Related Occupations 106,920 $10.89 $8.85
Office and Administrative Support Occupations n/a $11.26 $9.31
Farming, Fishing, and Forestry Occupations 1,310 $11.96 $9.72
Construction and Extraction Occupations 34,800 $10.09 $8.87
Installation, Maintenance, and Repair Occupations 30,780 $13.54 $11.36
Production Occupations 67,090 $10.71 $9.03
Transportation and Material Moving Occupations 52,410 $10.08 $8.73

*n/a - Not available.
Source: PR Department of Labor and Human Resources. Occupational Employment Survey (OES)

The ten highest paying occupations were professional and managerial. The highest mean wage
was reached by Surgeons with $106.09. Other occupations with high hourly mean wages were:
Psychiatrics, $76.92; Chief Executives, $57.75; Internists, $55.81; and Obstetricians and
Gynecologists, $52.70.
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Table 7
Highest Paying Occupations, 2011

Surgeons $106.09 *
Psychiatrics $76.92 $73.40
Chief Executives $57.75 $45.61
Internists, general $55.81 $50.60
Obstetricians and Gynecologists $52.70 $43.59
Industrial Production Managers $46.74 $44.50
Architecture and Engineering Managers $45.85 $44.93
Securities, Commodities, and Financial Services

Sales Agent $44.82 $31.60
General and Operations Managers $40.92 $31.70
Natural Science Directors $40.63 $41.49

Source: PR Department of Labor and Human Resources. Occupational Employment Survey (OES)

Figure 7
Highest Paying Occupations, 2011
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L Source:PR Department of Labor and Human Resources. Occupational Employment Survey (OES). y
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Business Employment Dynamics (BED)

Opening and Expanding private sector business establishments in Puerto Rico gained 45,676 jobs
in the fourth quarter of 2011 (October to December), an increase of 4,084 from previous quarter.
Over the quarter, expanding establishments added 36,996 jobs,hde opening establishments
added 8,680. Gross job losses amounted to 37,845 in the fourth quarter of 2011, an increase of
1,199 from the third quarter of 2011. This was the second increase in gross job losses since
March of 2011. In the fourth quarter ¢ 2011, contracting establishments lost 29,654 jobs, while

closing establishments accounted for a loss of 8,191 jobs.

Table 8
Three -Month Private Sector Gross Job Gains and Losses

Seasonally Adjusted

3 months ended
Category
Dec 2010| March 2014 June 2011 Sept2011| Dec 2011
Levels

Gross job gains 45,464 36,26 38,389 41,592 45,676
At expanding establishments 38,257 30,75 31,944 35,166 36,996
At opening establishments 7,207 5,50 6,445 6,426 8,680
Gross job losses 37,118 41,52 41,232 36,646 37,8445
At contracting establishments 29,474 35,73 33,518 29,791 29,654
At closing establishments 7,639 5,79 7,719 6,855 8,19
Net employment changel 8,351 -5,26 -2,843 4,946 7,83

1The net employment change is the difference between total gross job gains and total gross job losses.
Source: PR Department of Labor and Human Resources. Bussiness Employment Dynamics (BED).

From October to December of 2011, gross job gainepresented 6.8% of private sector
employment. Over the quarter, gross job gains at expanding establishments represented 5.5% of
private sector employment, and gross job gains at opening establishments represented 1.3%.
Nationally, this quarter gross jobgains at expanding establishments represented 5.1% of private

sector employment, and at opening establishments represented 1.2%. The same data for job
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losses shows that, gross job losses represented 5.6% of private sector employment. Gross job
losses atcontracting establishments represented 4.4% of private sector employment, which was

less than to the national rate at contracting establishments (4.8%).

Table 9
Three z Month Private Sector Gross Job Gains and Losses as Percent of Employment

Seasonally Adjusted

3 months ended

Dec 2010March 201 June 2011 Sept 2011 Dec 2011
Rates (percent)

Category

Total Private for Commonwealth of Puerto Rico

Gross job gains 6.8 5.4 5.8 6.2 6.8
At expanding establishments 5.7 4.6 4.8 5.2 5.5
At opening establishments 11 0.8 1.0 1.0 1.3
Gross job losses 5.5 6.2 6.2 5.4 5.6
At contracting establishments 4.4 5.3 5.0 4.4 4.4
At closing establishments 1.1 0.9 1.2 1.0 1.2
Net employment changé 1.3 -0.8 -0.4 0.8 1.2

Rates (percent)
Total Private for United States as a whole

Gross job gains 6.6 5.9 6.4 6.5 6.3
At expanding establishments 5.3 4.9 5.2 5.3 5.1
At opening establishments 1.3 1.0 1.2 1.2 1.2
Gross job losses 6.1 5.7 5.8 5.9 6.0
At contracting establishments 4.9 4.7 4.7 4.8 4.8
At closing establishments 1.2 1.0 1.1 1.1 1.2
Net employment change 0.5 0.2 0.6 0.6 0.3

1The net employment change is the difference between total gross job gains and total gross job losses.
Source: PR Department of Labor and Human Resources. Bussiness Employment Dynamics (BED).

Another way to evaluate the dynamics of employment change is to count the number of
establishments that opened, closed, expanded, or contracted during a given quarter. Out of
46,043 active private sector establishments, a total of 9,757 estidhments gained jobs from

October to December of 2011. Of these, 8,189 were expanding establishments and 1,568 were
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opening establishments. During the fourth quarter of 2011, 8,337 establishments lost jobs. Of
these, 6,974 were contracting establishmets and 1,363 were closing establishments.

Table 10
Number of Private Sector Establishments by Direction of Employment Change

Seasonally Adjusted

3 months ended
Category

Dec 2010(March 201Q June 2011 Sept2011| Dec 2011
Establishments gaining jobs 9,863 8,507 8,577 8,526 9,757
Expanding establishments 8,488 7,118 7,214 7,194 8,184
Opening establishments 1,375 1,384 1,363 1,327 1,564
Establishments losing jobs 8,813 10,401 9,444 8,715 8,337
Contracting establishments 7,152 8,757 7,743 7,268 6,974
Closing establishments 1,661 1,644 1,701 1,447 1,361
Net establishment chang& -286 -255 -338 -12( 205

1The net establishment change is the difference between the number of opening establishments and the number
of closing establishments.

Source: PR Department of Labor and Human Resources. Bussiness Employment Dynamics (BED).

From October to December of 2011a total of 1,095 new private sector noffiarm businesses created
5,555 jobs. This represented an increase of 287 establishment births and 1,099 jobs from the
previous quarter. The jobs gains by these neestablishments represented 0.8 percent of total bihs
employment. The historical time series of birth data shows that thaumber of establishment births

has remained around 1,200 every quarter, while employment from births dropped from 52,610 in
the fourth quarter 2003 to 5,555 in the fourth quarter of 2QL1.
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Other Indicators / Insured Unemployment

Characteristics of the Insured Unemployed

The situation in overall unemployment is reflected by the trend in total weeks claimed since 2009
(3,087,944); 2010 (2,834,409) to 2010 (2,173,158) weeks. But, a clear decreasing pattern is
observed in the number of claimants registered dropping from 67086 two years ago to 458,941
in 2011. The number of exhausters unemployed presented the same pattern as it fall from
62,067 in 2009 to 58,028 in year 2011.

Table 11

Unemployment Insurance Benefits 1!

Item 2011 2010 2009
Weeks Claimed 2,173,158 2,834,409 3,087,944
Claimants 458,941 683,450 670,565
Exhausters 58,028 79,910 62,067

'Revised in August, 2012.
Source: PR Department of Labor and Human Resources. Research and Statisitcs Division.

Gender and Age

In FY 2012 the gender distribution of the sample was 18,587 males or 52.9% and 16,556 females
or 47.1% of the total (35,143). This represents a reduction of, 15,650 of the total, and a decrease
of 1.2 percentage points and a rise of 1.2 percentage poinits male and females, respectively

when comparing with FY2011.
In relation to age of both sexes, persons between 25 to 34 years comprised the most significant

group with an average of 34.1% for the FY 2012 (same as FY 2011). It was followed by the age
cohort between 35 to 44 years representing 23.6% of all claimants (24.6% in FY 2011). The
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Table 12

Characteristics of the Insured Unemployed
Gender and Agez FY 2012

Gender Average Percent
Total 35,143 100.0
Male 18,587 52.9

Female 16,556 47.1
Age
Total 35,134 100.0

<22 1,690 4.8
22-24 3,484 9.9
25-34 11,977 34.1
35-44 8,299 23.6
45-54 6,017 17.1
55-59 1,930 55
60-64 1,137 3.2

>65 600 1.7

INA 9 0.1

INA - Information Not Available
Source: PR Department of Labor and Human Resources. Research and Statisitcs Division.

Information by Industry

The industry reporting the greatest workers loss was Services, as it holds 24.4% of all claimants
in FY 2012 (21.7% in FY 2011). In Services category, restaurants and entertainment declined as
people reduce leisure activities from their immediate priorities. The other proportions of
workers loss, Trade industry, 19.2% (17.2% in FY 2011) and Public Administration, 8.4% (15.1%
in FY 2011). Construction recorded 6.7% (10.0% in FY 2011), and Manufacturing, 9.2% (8.3% in
FY 2011) of the total claimants.
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Figure 8
Characteristic of the Insured Unemployed

Industrial Category FY 2012
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Source: PR Department of Labor and Human Resources. Research Stadistics Division.

Population / Demographic
According to the final report of the 2010 U.S. Census, the population of Puerto Rico showed a

reduction of 82,821 persons or 2.7% from the 2000 to 2010 decade, as presented in the above
data. This is the first time since the U.S. Census had been performedhe Island that its

population was reduced from one decade to the other. In fact, when compared to all 50 states of
the United States, Puerto Rico would be ranked as the place to have suffered the largest

population loss. In some more densely populatemunicipalities, such as San Juan, the population
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reduction reached 9.0%. Of the 78 municipalities comprising the Island, 42 showed a decreased

in its population in relation to the 2000 U.S. Census.

Figure 9
Population by Age 0 to 14 (Percent Change)

2000 z 2010
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Source: U.S. Census Bureau, 2010 Census.

There are a number of reasons attributable to this decline including, lower birth rates
demonstrated by the reduction of school enrollment and lower death rates that is increasing the
median age of the population. Increased emigration to the United States is also a factor, as people
move to improve their economic perspective and sometimes, because Puerto Rico is a densely
populated territory, to improve quality of life in other ways. One réevant fact is that people who
are leaving are many young people under 40 years old, which causes a reduction in the workforce.
One alarming problem of the exodus is that is led by educated professionals, young and middle

aged.
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Figure 10

Population By Municipalities (Percent Change Census 2000 to 2010)
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The illustration (map) indicates the municipalities with positive and negative growth from 2000 to
¢cnpmn8 4EA 1 AOCAOO AEOU ET 00AOOT 2EAT EO 3AT *(
and its population decreased in 39,048 persons fron2000 to 2010. The second largest city is
Bayamon with 208,116 persons and Carolina with 176,762, both adjacent to San Juan. Those

municipalities showed a decrease in population of 7.11% and 5.01%, respectively.

Population by Age and Sex
The comparisonof the changes in the population composition by age and sex between the 2000
and 2010 decade is very significant in many aspects. Among the most salient finding is a reduction

of the population in all age brackets from ages under 5 to the 44 years. Meanighan increase of
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population in age brackets from 45 years and over is substantially noticeable.

Figure 11
Population by Age 0 to 14 (Percent Change)
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Source: U.S. Census Bureau, 2010 Census.

Figure 12

Population by Age 65 and above (Percent Change) 2000 z 2010
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Source: U.S. Census Bureau, 2010 Census.
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These changes present a new challenge in the definition of public policies for government officials,
the private, academic and nonprofit sectors. The planning process and definition of priorities are
critical to successfully cope with this reality. In onehand, the reduction of young population

requiring less academic services and the reduction of the productive labor workforce paying less

taxes; and in the other, an aging population demanding more medical and supportive services.
Another significant fad of the population composition in Puerto Rico is the higher representation
of males from ages O to 24 years and this relation from 25 years and over with higher

representation of females.

The table below presents the population distribution by age andex for 2000 and 2010 data from

the U.S. Census for Puerto Rico.

Table 13

Age Groups and Sex: 2000 and 2010
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